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ABSTRACT

This research analyzed the problem of the Houston Fire Department’ s absence of
apodtion for warranty adminigtration and the sgnificant monetary losses suffered not
having this position. The purpose of this project was to develop ajob description for a
warranty administration pogtion in the Houston Fire Department. It is believed thet this
position can save sgnificant funds for the Department.

This research project employed both historical and action research, (1) to
ascertain how the literature defined the adminigtration of warranties, (2) determine if
other metro-size fire departments had a job description for awarranty administration
position, (3) identify how private sector corporations handled the administration of
warranties in their organization, and (4) determine which aspects of these questions
should be used to develop ajob description for awarranty administration postion in the
Houston Fire Department.

The procedures employed to conduct this research involved the combination of
information gethered in the literature review and utilization of surveys. The “Warranty
Adminigratorsin Metro-Size Fire Organizations Survey” focused on how other
departments managed the adminigtration of warrantiesin their organization. The
“Interview Questionnaire on Warranty Administration” targeted the private sector that
sold productsto the fire service.

The mgor finding of this research was that the fire service resolved warranty
issues in adigointed manner. The methodology of pursuing warranty dlaimsinvolved
personne with other primary duties handling warranties on equipment periodicaly. This

was not the case in the private sector. Warranty administration was organized and could



be replicated easily into the fire service. Good record keeping, documentation, and
procedura controls provide the basis for warranty administration.

The recommendations resulting from this research included (1) a centrdized
warranty adminigtration program focused in tracking and resolving warranty issues, (2)
the incorporation of private sector practices to design awarranty program, (3) the

development of ajob description for awarranty administrator.
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INTRODUCTION

The Houston Fire Department purchases awide array of tools, eectronic
equipment, and apparatus that typicaly have some type of warranty. Because these items
have atendency to break or not function as designed, someone in the organization must
follow through and seek arepair or replacement on the item under warranty. If thereisno
person or group charged with this responsbility, awarranty repair or replacement may
not be pursued with the vendor. Consequently additiona expenditures are incurred due to
ineffective warranty tracking. The problem, which prompted this research project, was
that the Houston Fire Department does not have a position for warranty administration.
The absence of this position crestes significant monetary losses in the Department.

The purpose of this research project was to develop ajob description for a
warranty adminigiration position in the Houston Fire Department. It is believed that this
position can save dgnificant funds for the Department. Although this may not be
perceived as acritica topic to the surviva of the fire service, management has a fiduciary
duty to manage efficiently al fundsin the organization’s budget. If there are expenditures
that should not have been made, then management has failed initsfiscd responghility to
the ditizens of Houston. All costs must be scrutinized to fulfill this respongibility. The
historical and action research methods were utilized to answer the following questions:

1. How does the literature define the adminigtration of warranties?
2. Do other metro-gze fire departments have ajob description for awarranty
adminidration pogtion?

3. How do private sector corporations handle the administration of warrantiesin
their organization?



4, Which aspects of these questions should be used to develop ajob description for a

warranty adminigtration postion in the Houston Fire Department?

BACKGROUND AND SIGNIFICANCE

The Houston Fire Department has a budget of $205,000,000 in the 1998 fisca
year. 17.2 million dollars are used for equipment, eectronic devices, tools, apparatus, and
other miscdlaneous items that have awarranty (City of Houston Budget, 1997). The
Department does not have an administrator to track al the warranties provided by the
various vendors, and thus numerous items dip through the bureaucracy. Thisisexactly
what many vendors hope to occur with their warranty. Vendors not only escape having to
repair or replace the item, but aso often sell another piece of equipment to the
Department.

The current haphazard approach in the Houston Fire Department of meking
clamson warrantiesis primarily related to alack of documentation and coordination. In
many instances records are not maintained of the actua warranty, in service date,
requirements that must be followed to prevent nullification of the warranty, and
procedures mandating a warranty review prior to repair or replacement. The Houston Fire
Department must adopt the current practice in the private sector of focusing on anything
that hinders profitability. A warranty isincluded in the price of the item and should be
utilized to avoid additiond costs to the organization. Thislack of coordination and

organization provides an environment for wasteful spending.



Many vendors expect their customersto forget or fail to keep the proper
documentation to meke claims on existing warranties. The Houston Fire Department is
deficient in organizing the vast number of purchase orders, invoices, and warranties
among purchases made each year. Currently, the Department’s Motor Repair Divisonis
being lambasted in the mediafor alegedly making repairs to fire gpparatus under
warranty and not recovering funds from the vendor. The media aleges that thousands of
dollars have been spent due to poor management in this divison. An investigation to
determineif thisfallure to make claims on warranties was related to kickbacks or smply
poor management is pending. This deficiency in management could have been avoided
with awarranty administrator.

This research paper was prepared to satisfy the applied research requirement
associated with the Executive Development course at the Nationa Fire Academy. This
research relaes to the service qudity unit of the Executive Development course by
defining an area of operation that is non-exigent and how it impacts the overal efficiency
of the organization. The Houston Fire Department’ s lack of awarranty administration
position is creating additiona spending on items under warranty. Recent media atention
is damaging the confidence of our citizens in the Department’ s management capabilities.

Excellence can never be given a back seat to mediocrity. If an organization falls
to scrutinize dl expenditures a a grass root level, then one must be concerned with cost
dlocations on agrander scae. Management can not manage their financia forest without
due care for each treein its overdl make-up. Warranty administration could be

considered one tree in the forest. This research provides a means for Houston Fire



Department management to improve service quality toward our customers by creeting a

warranty adminigiration position and enhancing financid efficiency.

LITERATURE REVIEW

| ntroduction

Theliterature review for this project involved research in two distinct aress. Firg,
literature was reviewed describing the various types of warranties and federd regulation
mandating adequate information is provided to consumers concerning awarranty.
Second, literature was reviewed outlining the methodology of warranty adminigiration.

Types of Warranties

“Inthe law of sales, awarranty creates a duty on the part of the sdller for breach of which
the buyer may recover ajudgment against the seller for damages’ (Smith, Roberson,
Mann, Roberts, 1982, pg. 449). A warranty is considered a contract between the seller
and buyer.
Although the word “warranty” has different meanings as used in other branches of
the law, under the law of sdles warranties arise out of (1) the mere fact that the
transaction isa sde of goods, such asawarranty of title; (2) affirmations of fact
or promises by the sdller to the buyer, which are express warranties; or (3)
circumstances under which the sdleis made, asin the case of implied warranties
of merchantability and of fitness for the buyer’s particular purpose. Implied
warranties are obligations of the sdler which he has not assumed by express

language (Smith, Roberson, Mann, Roberts, 1982, pg. 449).



“The warranty of merchantability is made by any merchant sdler to any merchant
or nonmerchant buyer. Thusit is not made only to consumers, but dso to retailers and the
like’ (Evans, 1980, pg. 505). This creates a domino effect to the originator of the product.
An example of this concept is the process of replacing a defective hydraulic pump on a
ladder truck. The fire department makes a claim on the warranty provided by thefire
gpparatus vendor. The vendor authorizes awarranty repair invoice number and the fire
department receives a new hydraulic pump. At this point, the fire gpparatus vendor makes
awarranty clam to the manufacturer of the hydraulic pump to recoup its expenses. Any
break in this chain prior to the manufacturer of the pump causes awarranty to not be used
and additiona expensesincurred.

The law classfies warranties as “express’ or “implied.” Express warranties are

promises to back up the product expressed by the sdller either oraly or in writing.

In contrast, awarrantor does not state implied warranties a dl. They're

automatic, or implied by law. There are two main types of implied warranties: the

implied warranty of merchantability and the implied warranty of fitnessfor a

particular purpose (Coleman, 1997, pg. 85).

While the implied warranty of merchantability has been previoudy defined, the
implied warranty of fitnessfor a particular purpose meansthat any sdler is presumed to
guarantee that an item will be fit for any particular purpose known and the sdler knows
that the buyer is relying on him to provide a suitable item (Coleman, 1997). An example
of this concept is afire department contacting a vendor to purchase aladder truck that
will be used for rescue and generd fire fighting purposes. The vendor has aduty to

supply an gpparatus that will meet the fire department’ s expectations. If the vendor,



knowing the fire department’ s expectations, chose to sdl aladder truck that could not be
used for fire fighting, then the implied warranty of fitness for a particular purpose has
been breached.

There are two basic types of written warranties: full and limited. Full warranties

generdly cover parts and labor for the duration of the warranty. Limited

warranties, unlike full warranties, cover only the cost of repair and do not entitle

the buyer to complete replacement of a defective product (Spaniola, 1987, pg. 92).

The mgority of new-car warranties are limited warranties. However, many states
have enacted lemon laws that require the manufacturer to honor the full warranty
obligation of refund or replacement.

Subsets of these two basic types of written warranties include pass-through
warranties, prorated warranties, extended warranties, on-site warranties, carry-in
warranties, and pick-up warranties. An example of a pass-through warranty iswhen the
origind manufacturer of acomponent alows its warranty to “pass-through” the
assembler manufacturer to the end user. A prorated warranty is provided on items that
wear out prior to the end of the warranty period. A roof shingle that has a 25-year
warranty period and needs replacement in 15 years will receive a prorated cash refund of
the remaining 10 years under warranty. An extended warranty is purchased by consumers
to extend the duration of the manufacturer’ s standard warranty (Peters, 1994).

Thefallowing type of warrantiesis usudly associated with eectronic equipment,
such as computer hardware. An on-site warranty alows the customer to have the item
repaired at the customer’ slocation. A carry-in warranty stipulates that the customer take

the item to an authorized service location for warranty repair. A pick-up warranty iswhen



the manufacturer arranges for pick-up, warranty repair, and return of the unit. This
warranty typicaly includes packaging and shipping expenses (Compaqg, 1997).

The federd government aso plays arolein consumer protection by requiring
manufacturers to make adequate information about the warranty available to customers
and prevent deception. This protection is provided by the Magnuson-Maoss Warranty Act
that became effectivein 1975 and is enforced by the Federal Trade Commission.

The MagnusortMoss Warranty Act was enacted in order to dleviate certain

reported warranty problems: (1) most warranties were not understandable; (2)

most warranties disclaimed implied warranties; (3) most warranties were unfair;

and (4) in some ingtances the warrantors did not live up to their warranties. The

Act provides the following to dleviate the before mentioned problems: (1)

disclosurein clear and  understandable language; (2) adescription of the warranty

asether “full” or “limited”; (3) aprohibition againg disclaming implied
warrantiesif awritten warranty is given; and (4) an optiond informa settlement

mechanism (Smith, Roberson, Mann, Roberts, 1982, pg. 450).

Warranty Administration

Sources were sought that shed light on how warranties were administered. While
procedures may vary in the detals of awarranty adminigtration program, the literature
shows the overdl methodology is quite conggtent in its function. This reference data will
exhibit the commondlity of what is taking place in the private sector and dlow it to be

duplicated in the fire service with agreat chance of success.



Ford, the second largest manufacturer of automobiles in the world, considers the
proper adminigtration of its warranty program not only key to its bottom line, but dso
critica to customer service.

Deders should be cognizant of their obligations with respect to their warranty

repair and service requirements as specified in Paragraph 4(b) of the Ford Sales

and Service Agreement. A failure to perform those obligations could result in the
replacement or repurchase by the Company of an owner’s vehicle due to faulty
vehicle qudity or dedlership service. If it is clear that such replacement or
repurchase is caused by the actions of the dedlership, the Company may elect to
charge the dedler the related net cost incurred by the Company (Ford Motor

Company, 1994).

The Ford Motor Company makes very clear to its deders that failure to honor the
warranty can result in punitive cost recovery from the dedlership. Ford guidesiits deders
on how to properly implement the adminigtration of awarranty program by setting out
three (3) criticad factors: time recording, warranty reporting, and controls. Time recording
results in accurately detailing when awarranty isin effect and tracking labor costs
associated with the repair. Warranty reporting outlines the forms and documents required
for Company reimbursement for warranty repairs. This must be grictly followed to insure
proper record keeping and vaidity. Controls are the procedures Ford utilizes to define the
format and boundaries of the warranty administration program (Ford Motor Company,
1994).

One of the most important aspects of warranty administration is documentation.

Copies of purchase order, invoices, warranties, and a documented preventative



maintenance program are the basic foundation of awarranty administration program. As
William C. Peters states, “ Going hand-in-hand with the preventative maintenance
program is the proper documentation of services that were performed. If a costly engine
failure occurs, the manufacturer most likely will require proof of proper maintenance
before honoring the warranty” (Peters, 1994, pg. 357).

All manufacturers that offer warranties on their products utilize a procedure on
how customers can make a clam. The customer is required to show this product was
indeed manufactured by the manufacturer. Invoices or some type of receipt can provide
this proof plus document the purchase date. Spartan Motors, afire chasss manufacturer,
has a standard protocol it requires customers to follow when making awarranty claim.
The customer calls the customer service department and reports the problem. Spartan
records the chassis vehicle identification number provided by the customer. This number
provides awedth of information to Spartan. Information provided includes the
manufacture date, in service date, and repair history. Spartan will issue awork
authorization number, and a designated repair facility will perform the repair based on an
agreed parts and labor rate. The repairs will be detailed on an invoice and sent to Spartan
for payment. This datawill be entered into computer files for accounting and manageria
needs within the company (Spartan, 1997).

A large part of awarranty adminidtrator’s duties in afire department will be
following up on gpparatus warranties. Unlike persond vehicles, the fina “manufacturer”
of fire apparatus acts more in the capacity of an assembler. Various components are
brought to a facility and assembled into the final product. If warranty problems arise,

thereis potentid for the fire gpparatus manufacturer to pass blame to the originator of the



faulty component. It is very important to define in the specifications who is respongible
for warranty repairs (Rosenhan, 1983).
Summary

The most notable outcomes of the literature review were the various types of
warranties and the Smilarity of warranty administration programs. Understandings of the
various types of warranties are criticd to effective management of a successful warranty
adminigration program. While this statement may seem quite evident, many
adminigtrators attempt to manage a program without establishing abasic professond
knowledge of warranties and associated legal mandates.

The smilarity of basic conceptsin acomprenensve warranty administration
program will alow this to be duplicated in the Houston Fire Department quite readily.
Record keeping and procedura controls transfer easily in al types of occupationd
environments. The only requirement for success is acommitment of the organization's

senior managers to ensure strict compliance with these concepts.

PROCEDURES

Resear ch M ethodology

The focus of this research was to develop ajob descriptionfor awarranty
adminigration position in the Houston Fire Department. The research methodology used
was action and historica research. Information gathered through surveys of metro-gze
fire organizations and private sector corporations were gpplied to the problem of the
Houston Fire Department not having a procedure to track warranties on products

purchased by the organization. Higtorica research in the form of aliterature review was
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conducted to understand the relationship of various types of warranties and how they
impact the duties of awarranty administrator. The first research question on how the
literature defined the administration of warranties was answered in the process of the
literature review. This research dso included if other metro-sze fire departments and
private sector corporations actudly had a pogtion for warranty administration.

I ntroduction of Surveys

Two separate surveys were conducted to answer two of the research questions.
The second research question is, do other metro-gze fire departments have ajob
description for awarranty administration position. This was answered by surveys sent to
other metro-size fire departments. The third research question is, how do private sector
corporations handle the adminigtration of warranties in their organization. This was
answered by a combination of reference materia sent to the author by corporations and
telephone interviews answering questions on a survey questionnaire. Both surveys are
detailed here.

A Sudy of Warranty Administratorsin M etr o-Size Fire Or ganizations

Population

Surveys were sent to dl of the metro-gze fire organizations liged in the Fire

Engineering Directory of Municipd Fire Departments (Fire Engineering, 1996). This

population was selected to acquire information from comparable sze fire organizations
that potentidly would have awarranty adminigirator in the department.

| nstrumentation

The god for the “Study of Warranty Adminigratorsin Metro-Size Fire

Organizations Survey” was to answer research question #2.

11



Question #1 asked respondents if their organization had a warranty administrator
position.

Question #2 asked if their organization does not have aformd postion of
warranty administrator, how are warranty issues monitored and/or handled.

Question #3 asked what items or equipment were tracked for warranty clams.

Question #4 asked what procedure was followed when determining if an item was
covered by awarranty prior to repair.

Question #5 asked gpproximately how much money was saved each year in thar
organization making claims on warranties versus repairing items covered by an exiging
waranty.

The author reviewed the survey. A copy of the survey is displayed in Appendix A.

Assumptions and L imitations

It is assumed that the representatives from the various fire departments answered
the survey correctly.

The survey provides a sampling representation of the metro-size fire departments
in the United States. No Satigticd analysis was made to determine the margin of error in
the survey results.

Tabulation of Surveys

The participants were dlowed thirty days to complete the survey. Of the 112
questionnaires distributed, 61 were returned for review by the author. All returned survey

guestionnaires were tabul ated.



I nter view Questionnair e on Warranty Administration for Corpor ations

Population

A sampling of employees from large corporations were interviewed by telephone
to determine if their organization had awarranty administration program. Thisaso
provided additiona data to be included in the sudy. Typicdly, thiswasin the form of
company procedures. Corporations were sdlected to participate in the survey that sl
productsto the fire service.

| nstrumentation

The god for the “Interview Questionnaire on Warranty Administration for
Corporations” was to answer research question #3.

Question #1 asked respondents how their company processed warranty claims.

Question #2 asked respondents what documentation their company required
ascertaining the vdidity of adam.

Question #3 asked how many employees the organization utilized to process
warranties.

Question #4 asked what were the criticad dementsin designing awarranty
adminigration department.

Question #5 asked gpproximately how much money is saved each year when their
organization makes claims on warranties from suppliers.

The author reviewed the questionnaire. A copy of the survey questionnaireis

displayed in Appendix B.
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Assumptions and L imitations

It is assumed that the respondents were knowledgeable and answered the
questions honestly.

The survey provides a sampling representation of private sector corporations. No
datistica analyss was made to determine the margin of error in the survey results.

Tabulations of Surveys

These survey questionnaires were done over a two-month period. Fifteen
interviews were conducted during this period. Additiona interviews were not sought due
to the redundancy of information received amongst the various corporations. The
corporations interviewed were the following:

Bdl Hdlicopter

Casco Industries

Class1

Compag Computer
Emergency One

Emergency Vehides of Texas
Ford Company

Freightliner

KME Fire Apparatus
Kussmaul Electronics

Pierce Manufacturing

Qudity Manufacturing
Spartan Motors

Stewart and Stevenson
Super Vacuum Inc. Fire and Rescue Trucks

RESULTS

Answersto Resear ch Questions

Research Question 1: How does the literature define the administration of

warranties? The research conducted during the literature review detailed different types



of warranties and what legd rights the consumer can utilize for their implementation.
Thisinformation was sought to give ingght on what an administrator must understand
about warranties to proficiently perform their duties. A warranty creates aduty on the
part of the sdller that has the effect of a contract between the seller and the purchaser
(Smith, Roberson, Mann, Roberts, 1982).

Any merchant sdler makes the warranty of merchantability to any merchant or
nonmerchant buyer. Thiswarranty alows protection for retalers as consumers (Evans,
1980). The fire service, agovernmenta entity, is not often percelved as a consumer that
would be dedling with warranties beyond fire trucks. Warranties are extended to all
partiesinvolved in the marketplace.

The adminigtration of warranties is done in asimilar fashion across the economy.
The company providing awarranty to consumers for its products is also being provided
warranties on components from their suppliers. Corporations that function as buyer
and/or sdller necesstate warranty adminigiration.

Individuas involved with warranty administration depend on documentation that
is used to build a database tracking basic information such as purchase orders, invoices,
warranties, and maintenance history. This documentation alows ether party, seler or
buyer, to follow defined protocols on handling awarranty clam. Research literature
demongtrates how these protocols are quite smilar. Typically, an authorization number is
given to the buyer alowing repairs or replacement after the documentation provesthis
product to be under warranty. The buyer is directed to the seller’ sfacility or an

authorized dedler for this warranty work. If an authorized dedler is to perform the repair,



pre-arranged parts and labor costs will be charged to the originator of the product.
Warranty adminigtrators coordinate this process in both venues as sdler and/or buyer.

Research Question 2: Do other metro-sze fire departments have ajob description

for awarranty adminigtration postion?

The author sent out 112 surveysto metro-Sze fire departments listed in the Fire

Engineering Directory of Municipa Fire Depatments (Fire Engineering, 1996). A totd

of 61 were returned. Information was sought to determine what other fire organizationsin
the Houston Fire Department’ s peer group were doing concerning warranty
adminigration.

Survey question #1 of the metro-size fire organization study asked if your
organization has awarranty administrator position. Responses were as follows:

Yes- 1response

No - 60 responses

Survey question #2 asked if their organization did not have aforma postion of
warranty administrator, how were warranty issues monitored and/or handled. Responses
were asfollows:

Departmenta section that purchased item - 21 responses

All warranties handled by purchasing/maintenance group - 19 responses

Warranties were monitored occasondly - 15 responses

Warranties were not monitored - 6 responses

Question #3 of the metro-size fire organization survey dicited information on
what items or equipment were tracked for warranty claims. Responses were as follows:

Apparatus, computers, gppliances, fire fighting equipment - 36 responses



Apparatusonly - 10 responses

Items valued more than $5,000 - 1 response

No items consstently tracked - 14 responses

Question #4 asked what procedure was followed to determine if an item was
covered by awarranty prior to repair. Responses were as follows:

Purchasing file referenced - 36 responses

Based on recollection of repair personnd - 11 responses

No procedurein place - 14 responses

Thefind question on the survey asked approximately how much money was
saved each year making clams on warranties versus repairing items covered by an
exiging warranty. Responses were as follows:

$250,000 or more: 1 response

$100,000 - $249,999: 1 response

$50,000 - $99,999: 1 response

$10,000 - $49,999: 5 responses

$1,000 - $9,999: 1 response

$0 - $999: 2 responses

Unknown: 50 responses

Summary: Warranty Administratorsin M etro-Size Fir e Or ganizations Survey

The overwheming mgjority of returned surveys indicate thet fire departments are
unlike the companies they purchase products from in that there is no warranty
adminigrator in the organization. There is not a congstent focus on pursuing warranty

clams. A purchasing/maintenance department or the users of the product are the typical
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groups in the organization charged with resolving warranty issues. Six (6) departments do
not monitor warranties.

High cost items such as apparatus, computers, gppliances, and fire fighting
equipment are the items tracked for warranty claims. Ten (10) departments only track
warranty clams on apparatus. Again, private sector businesses contacted by the author
track dl items with awarranty. Many fire organizations have the mechanism in place for
referencing if an item is covered by awarranty prior to repar by utilizing a purchasing
file. The mgority of fire organizations surveyed do not document how much money is
saved when awarranty clam is made versus repairing items covered by an existing
warranty.

Research Quedtion #3: How do private sector corporations handle the

adminigration of warranties in their organizetion? The author interviewed by telephone a

representative in the warranty department of fifteen corporations that sall productsto the
fire service. The phone interviews asked the same questions to each company
representative from a questionnaire developed by the author.

Interview Question #1 asked how the company processed warranty claims,
Responses were as follows:

Customer file was reviewed for warranty information, and if gpproved, an
authorization number was issued to have the repair done at an authorized fadility. The
amount of cost covered was dependent on the type of warranty involved. All fifteen
companies followed this procedure.

Interview Question #2 asked what documentation the company required

ascertaining the vdidity of aclam. Responses were as follows:

18



Invoice date - 15 responses

Serid number - 4 responses

Shop order number - 9 responses

Mileage on vehicles - 10 responses

Interview Question #3 asked how many employees does the company utilize to
process warranties both for your customers and in turn the company as a customer to its
suppliers. Responses were as follows:

100 or more: 1 response

50 - 99: 1 response

25 - 49: 0 response

10 - 24: 1 response

5- 9 1response

1- 4: 11 responses

Interview Question #4 asked what are the critical dementsin designing a
warranty adminisiration department. Responses were as follows:

Good record keeping: 15 responses

Effective warranty controls: 15 responses

Centralized warranty adminigtration: 15 responses

Timerecording: 12 responses

Warranty reporting forms and documents: 15 responses

Effective software program: 14 responses

Good relationship with authorized service centers: 13 responses

19
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Interview question #5 asked approximately how much money is saved each year
when the organization makes claims on warranties from suppliers. Responses were as
follows

$2 million or more: 9 responses

$1 million - $1.9 million: 2 responses

$500,000 - $999,999: 0 response

$100,000 - $499,999: 0 response

$10,000 - $99,999: 1 response

Unknown: 3 responses

Summary: I nterview Questionnaire on Warranty Administr ation

The redundancy of information received from company representatives on how a
warranty adminigtration program isimplemented is quite apparent from the responses.
This conastency of guidelines from warranty adminisrators on what is entailed in
developing such a program in various companies suggests easy assmilation into the fire
sarvice. In mogt instances, less than five employees work in the warranty departmen.
Seven (7) multi-million dollar corporations have only one or two employees handling
warranties. The tremendous dallar return on such few employeesis demongtrated in the
results of interview question #5.

Rescarch Question #4: Which aspects of these questions should be used to

deveop ajob description for awarranty administration postion in the Houston Fire

Department ? After acquiring documentation in the three previous research questions, al
agpects were included in the development of the job description in Appendix C. Aspects

critical to developing a podtion for awarranty adminigrator in the Houston Fire



Department include a knowledge of warranties, customer relation skills, record keeping,

documentation, and an understanding of the fire service.

DISCUSSION

Comparisonsto Findings

The relationship between the study results and findings of othersin the literature
review were very smilar when researching the private sector and digointed in reviewing
warranty adminigtration practices in the fire service. The private sector is keenly aware
that their products must perform to the expectations of their customers. Express and
implied warranties provide the contractua basis on how goods must meet aminimum
gandard to avoid a negative legd ruling againgt the manufacturer filed by displeased
customers (Coleman, 1997). The study showed that the company representatives
interviewed were assigned to handle warranty issues as their sole function. It isaso
worth noting that in many instances the warranty section is actudly in the company’s
customer service department.

Advocates for consumer protection ralied against unscrupulous manufacturers
demanding that warranties be disclosed in clear and understandable language; a
description of the warranty as ether “full” or “limited”; adisclamer against implied
warranties would not be alowed; and the consumer be provided an optional settlement
process to mitigate clams (Smith, Roberson, Mann, Roberts, 1982). These manufacturers
view warranty adminigtration as being just asimportant to their future as the research and
development section of the company. If the product warranties are not being honored,

then the research and devel opment section is moot due to few cusomerswilling to
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purchase new products. The Ford Motor Company exemplifies this mindset to its deders
initswarranty policy program (Ford Motor Company, 1994).

The literature review on warranty administration is dmogt identica to that
documented in the results. Documentation and good record keeping are the foundation of
warranty adminidration. “If a cogtly engine failure occurs, the manufacturer most likely
will require proof of proper maintenance before honoring the warrarty” (Peters, 1994, pg.
357). Procedures followed to handle awarranty clam typically begin with the customer
providing documentation to demongtrate that the product is under warranty. An invoice
and some type of product identification number provide this information. The
manufacturer will issue an authorization number for repair/replacement and direct the
customer to an authorized service center. Replacement/repair cogts to the customer
depend on the type of warranty in effect. In an effort to enhance customer service,
Spartan Motors provides the customer a step-by-step procedure on how to pursue
warranty claims (Spartan, 1997).

The results from the “Warranty Administrators in Metro- Size Fire Organizetions
Survey” do not exemplify afocus on warranty administration when compared to the
private sector. Only one department out of sixty-one responses actudly employsa
warranty adminigtrator. When these departments make awarranty claim, it is assgned to
the section using the item or routed to a purchasing/maintenance group. Unfortunately,
these organizationd areas have many other duties that push warranty adminisiration to an
after-thought as opposed to its primary focus. Twenty-one departments of the sixty-one

responses do not monitor warranties at al or only occasondly.
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The documentation and record keegping critical in warranty adminigtration were
not consistent in over one-third of the departments responding to the survey. This dooms
any consigency in tracking warranties. Fifty of the Sxty-one responses do not document
cost savings redized by making claims on warranties versus repairing an item covered by
an existing warranty. A few of the responses asked how a department redlizes savings for
something it was owed by the vendor. The savings is achieved by not spending tax- payer
money on items that should have been paid by the vendor under the terms of the
warranty. An andogy is how much property losses have falen since indtituting a new fire
prevention program. Nine of the fifteen responses from the “Interview Questionnaire on
Warranty Adminigtration” save more than $2 million dollars ayear pursing warranty
cdamsagaing their suppliers. This cost effectiveness was typicaly achieved with one or
two employees. Two of the companies (Ford and Compaq) with fifty or more employees
involved in warranty adminigration are billion dollar corporations. Thisratio is quite
inggnificant in the overal organization. Warranty administration does not require alarge
bureaucracy.

I nter pretation and Evaluation of Study Results

The author isimpressed on how smplistic and sraightforward warranty
adminigration isto manage. The literature review and results from the “Interview
Questionnaire on Warranty Administration for Corporations’ on how the private sector
implements warranty adminigtration plainly shows how essy awarranty adminisiration
program can be implemented. The fire service only has to commit to good record keeping
and documentation of dl its purchases dong with developing a procedure to notify the

warranty section before arepair or replacement is done. These measures will initidize an



effective program that will improve as personnd gain a greater understanding of
warranties and relationships with vendors. Thisis nothing like developing a new product
or attaining a paradigm shift in attitudes within the organization. It is a program that
requires very few employees.

A centrdized warranty administration department provides one entity within the
organization respongible for the program. Documentation and record keeping to
adminigter the program is available for one-stop shopping. The fragmented approach in
the fire service has individuals seeking this information a various pointsin the
bureaucracy. A centralized warranty group is focused on its mission and is not distracted
with other priorities. Thisfocus and accountability is vitaly important to a successful
warranty adminigtration program.

| mplications to the Or ganization

In order to implement awarranty administration program in the Houston Fire
Department, there has to be commitment from the Command Staff. All sections within
the organization have to keep the warranty administration department aware of al
purchases and subsequent repairs that are being requested. The dl too familiar adage of
“the right hand not knowing what the left is doing” must stop to have an effective
program. Thisis not an insurmountable task. All repairsin the Department must initidly
be audited by the warranty adminigtrator to determine if awarranty clam is applicable.

Many companies use a specidized software program to increase efficiency in the
warranty department. Software available on the market or having a Houston Fire
Department programmer develop a program can make this resource easily available. The

cost would be minimdl.
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Personnd costs to get this program off the ground would be approximately
$35,000 plus benefits a year. This compensation package would attract qudified
candidates in the Houston area. Another gpproach would be to use afire fighter with a
long-term disability. However, it isimportant not to usefire fighters that are off afew
months before returning to the fire sation. The warranty administrator should not be a
congtantly rotating position to gain maximum effectiveness of the personnd performing
these duties.

Theimplementation of awarranty administration program will diffuse the media
controversy of the Department alegedly paying for repairs under warranty. Thisposition
will dso improve the fiduciary obligation to our customers, the citizens of Houston. The
Houston Fire Department purchases millions of dollars worth of equipment each year.
Thisis aways followed with the inevitable need for repair & some point on this
equipment. It must be mandatory that each item be scrutinized before making arepair to

determine if awarranty is available.

RECOMMENDATIONS

The Houston Fire Department manages warranty adminigtration like the mgority
of metro-size fire organizations, poorly. This digointed gpproach is akin to a runner
hobbled with atorn ligament in the knee. While the runner may get to the finish line, he
or she getsthere in avery inefficient manner. The race for fisca efficiency needsto
include a centraized warranty administration program. The author acknowledges that this

topic is not a primary focus on the radar screen of fire managers. Thisis evident by the
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results of the “Warranty Adminigtratorsin Metro- Size Fire Organizations Survey”.
Again, how does afire service manager administer the forest of fiscal responshility
without analyzing every tree making up the forest. Excelenceis only achieved on a
broad scae when the components of the organization are placed under a microscope.

The private sector is often agood group for governmentd entities to emulate. A
demand for maximum utilization of every dollar in the company is being achieved in the
American marketplace. Why do dl manufacturersin the “ Interview Questionnaire on
Warranty Adminigration” have awarranty administrator to resolve warranties for their
customers and aso to recover clams from their suppliers? The answer issmple. It is
recognized as an effective business practice to take care of customers and keep
production costs at an acceptable leve. The Houston Fire Department should adopt
warranty adminigtration as outlined in the literature review and corporate survey.

The problem statement for this research project was as follows: The Houston Fire
Department does not have a pogtion for warranty administration. The absence of this
position creates Sgnificant monetary losses in the Department. The purpose of this
research project was as follows: Develop ajob description for awarranty administration
position in the Houston Fire Department. It is believed that this position can save
sgnificant funds for the Department. The study results demongrate how warranty
adminigration is crucid to effective management of the organization. A job description
for awarranty administrator islocated in Appendix C. This postion can help the Houston
Fire Department reduce repair costs and emulate excellence in the private sector. The

tax-payers of the City of Houston should expect nothing less.
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APPENDIX A

A STUDY OF WARRANTY ADMINISTRATORS
IN METRO-SIZE FIRE ORGANIZATIONS

Fire Department Address Label Attached Here

1. Does your organization have a warranty administrator position? If yes, please
attach a copy of the job description to the questionnaire.

Yes

____No
2. If your organization does not have aformal position of warranty administrator, how
are warranty issues monitored and/or handled?

3. What items or equipment are tracked for warranty claims?

4. What isthe procedure for determining if an item is covered by awarranty prior to
repair?

5. Approximately how much money is saved each year in your organization making
claims on warranties versus repairing items covered by an existing warranty?

Please return this survey questionnaire by May 31, 1997 to:
Digtrict Chief Chris Conneay

Houston Fire Department

1205 Dart

Houston, Texas 77007



APPENDIX B
INTERVIEW QUESTIONNAIRE ON WARRANTY ADMINISTRATION

COMPANY NAME

1. How doesyour company process warranty claims?

2. Wha documentation does the company require ascertaining the vdidity of aclam?

3. How many employees does the organization utilize to process warranties both for your
customers and in turn the company as a customer to its suppliers?

4. What arethe critica eementsin designing awarranty administration department?



5. Approximately how much money is saved each year when your organization makes
clams on warranties from suppliers?



APPENDIX C

HOUSTON FIRE DEPARTMENT
JOB DESCRIPTION

Position: Warranty Administrator
Reports To: Assistant Director: Finance and Administration
Responsibilities:

Maintain files of al purchasesin the Houston Fire
Department. Original warranties and product identification
numbers shall be kept with invoices.

Interface with HFD personnel and vendors regarding
warranty claim questions or appeals both verbally and in
writing.

|nvestigate difficult recoveries using both internal and
externa resources and document the results.

Document warranty claim recoveries and forward
information to appropriate department head or designee.

Maintain database of all documentation required for
warranty administration program.

Provide periodic classes to employeesinvolved with
purchasing and maintenance concerning warranty iSsues.

Develop amonthly report detailing all activities.
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